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2FEDERAL RESERVE SYSTEM
The Consumer Advisory Council of the Federal Reserve System announced that it will be
holding meetings on 10/27-28/88 to advise the Federal Reserve Board on numerous 
topics (see the 9/20/88 Fed. Reg., pp. 36489-90). The Council's function is to 
advise the Board on the exercise of the Board's responsibilities under the 
Consumer Protection Act and on other matters on which the Board seeks its advice. 
At this particular meeting, the Council has indicated that it will address the 
following topics: Cashing of government checks; Update on the Community 
Reinvestment Act; Discussion of regulatory issues of special concern to small 
financial institutions; Consumer provisions in pending banking legislation; 
Restructuring of the financial services industry; Updates by the Council staff on 
a variety of matters. The meetings are open to the public and are scheduled to be 
held in Terrace Room E of the Martin Building, located on C Street, N.W. between 
20th and 21st Streets, in Washington D.C. The 10/27/88 session is scheduled for 9 
a.m. to 5 p.m.; the 10/28/88 session is scheduled for 9:00 a.m. to 1:00 p.m. 
Persons wishing to submit to the Council their views regarding any of the topics 
must send written statements to Ann Marie Bray, Secretary, Consumer Advisory 
Council, Division of Consumer and Community Affairs, Board of Governors of the 
Federal Reserve System, Washington, D.C. 20551. All comments must be received by 
10/21/88. For further information after reading the notice, contact Bedelia 
Calhoun of the Consumer Advisory Council at 202/542-2412.
TREASURY, DEPARTMENT OF
A special rule exempting certain corporations from obtaining appraisals for gifts of
inventory for the care of the ill, the needy, or infants, or for research will be
included in the final regulations to be issued on charitable contributions by
corporations. the IRS announced in an information release (IR-88-137). Proposed 
regulations published in the 5/5/88 Federal Register would require certain 
corporations to obtain a "qualified appraisal" from a third party for certain 
gifts of inventory and other property to charities. In this new information 
release, the IRS has modified these requirements. Now, instead of a qualified 
appraisal, the IRS said, corporations will be required to include summary 
information in their annual tax return, such as a description of the inventory 
contributed and the valuation method used. According to the IRS, it was decided 
to include the special rule after reviewing comments from the public expressing 
concern that some businesses would be discouraged from contributing surplus 
inventory because of the qualified appraisal requirement. Copies of IR-88-137 are 
available from the IRS by calling 202/566-4054.
Final regulations relating to the deductibility by employers of expenses for awards to
employees have been issued by the IRS (see the 9/20/88 Fed. Reg., pp. 36450-52). 
The Service said section 274(b) of the Internal Revenue Code provides that no 
deduction for business gifts shall be allowed to the extent that the total expense 
for gifts given during the taxable year exceed $25.00 with respect to any person. 
The final regulations were proposed in the 12/16/82 Federal Register to comply 
with changes made to the law by the Economic Recovery Tax Act of 1981. The final 
regulations are effective for taxable years ending on or after 8/13/81. The IRS 
also noted that the Tax Reform Act of 1986 made changes to the law relating to 
the deductibility by employers of expenses for awards to employees, but said those 
changes would be the subject of proposed regulations in the future. For further 
information after reading the final regulations, contact Christopher J. Wilson at 
the IRS at 202/566-4336.
SPECIAL: SENATE FINANCE SUBCOMMITTEE TO HOLD HEARING ON CIVIL TAX PENALTIES
The civil tax penalty structure will be the subject of a 9/28/88 hearing by the Senate
Finance Subcommittee on Private Retirement Plans and Oversight of the Internal
Revenue Service, the subcommittee announced. The hearing is scheduled to begin at
39:30 a.m. in Room 215 of the Dirksen Senate Office Building. This will be the 
subcommittee's second in a series of hearings to examine the Internal Revenue Code 
penalty structure. In announcing the hearing, Sen. David Pryor (D-AR) said, "In 
this hearing, various groups will discuss specific problems they are having in the 
tax penalty area. The subcommittee will also receive testimony from industries 
interested in information reporting requirements." Oral testimony will be heard 
from invited witnesses only. However, written comments will be accepted until 
10/26/88 for inclusion in the printed record of the hearing. For further 
information about the hearing or about submitting written comments, contact the 
Senate Finance Committee at 202/224-4515.
SPECIAL: AICPA URGES HOUSE AND SENATE CONFEREES TO DELETE PROVISION REQUIRING
REGISTRATION OF DOD CONSULTANTS FROM APPROPRIATIONS LEGISLATION
House and Senate conferees to H.R. 4781. the Department of Defense Appropriations Act.
were urged by the AICPA to delete the provision included in the Senate version of
the bill which would require consultants who provide advisory and assistance
services to DOD to register and file regular reports with DOD. This provision is 
also known as the Pryor amendment (see the 8/22/88 Wash. Rpt.). In a 9/20/88 
letter to the conferees, Theodore C. Barreaux, group vice president, government 
relations for the AICPA, wrote, "The AICPA supports the objectives of the Pryor 
amendment, but believes that, as drafted, it will further complicate already 
complex contracting procedures and large accounting firms may not be able to 
comply with the provision because the client information is not readily 
available...Before Congress legislates this type of major change in procurement 
law, we urge the appropriate House and Senate committees to conduct hearings which 
will fully examine the impact of the Pryor amendment...The AICPA is recommending 
to House and Senate conferees that the Pryor amendment be deleted from H.R. 4781 
and hearings to examine this issue be held in the next Congress."
SPECIAL: PENSION PLAN REVERSION PROVISION INCLUDED IN SENATE FINANCE COMMITTEE AMENDMENT
TO THE TECHNICAL CORRECTIONS BILL
A 60 percent penalty on pension plan asset reversions is included in the amendment
approved by the Senate Finance Committee to be offered on the Senate floor during
consideration of the Technical Corrections Act of 1988. S. 2238. Section 4980 of 
the Internal Revenue Code of 1986 imposes a 10-percent excise tax on an employer 
reversion from a qualified plan. The provision in the amendment would temporarily 
increase the excise tax from 10 percent to 60 percent. The increase would apply 
with respect to reversions received after 7/26/88 and before 5/1/89. Exemptions 
are provided in the following circumstances: 1) With respect to plans subject to 
titles I or IV of ERISA, if appropriate notices were provided prior to 7/27/88; or 
2) With respect to plans not subject to title I or title IV of ERISA, the board of 
directors of the employer approved the termination or the employer took other 
binding action before 7/27/88. The amendment would require that the excise tax be 
paid by the end of the month following the month in which the reversion occurs. 
The acceleration of time for payment of the tax would apply to reversions received 
on or after 5/1/89. The House-passed version of the Technical Corrections Act of 
1988 does not contain a similar provision. Floor consideration of S. 2238 has not 
yet been scheduled by the Senate leadership.
SPECIAL: AICPA LETTER TO CONGRESS SUPPORTS TREATMENT OF BUILT-IN GAINS PROVISION IN HOUSE
VERSION OF TECHNICAL CORRECTIONS BILL
The AICPA "strongly supports the provisions on the taxation of built-in gains"
included in the House-passed version of the Technical Correctness Act of 1988.
H.R. 4333, a letter to selected members of the House Ways and Means and Senate 
Finance Committees stated. Section 106(f) of H.R. 4333 deals with the taxation of 
built-in gains when a C corporation adopts S corporation status (see the 7/25/88 
Wash. Rpt.). The language approved by the House mandates that any amount not
4taxed as a result of the taxable Income limitation would be placed in a "suspense 
account." The suspense account balance would be carried forward and would be 
subject to built-in gains tax to the extent that there is taxable income in future 
years. Any amount not taxed within ten years from the effective date of the S 
election is exempt from built-in gains tax. Consequently, entities would not be 
assessed built-in gains tax in a year when no cash is available. The 9/15/88 
letter, signed by Theodore C. Barreaux, group vice president, government relations 
for the AICPA, was sent to committee members likely to be selected as conferees on 
H.R. 4333. The letter said, "From the tax policy perspective, the AICPA believes 
the House version provides the best solution...It addresses the issue of 
wherewithal to pay by not imposing the built-in gains tax in a year when a 
taxpayer has experienced losses. We do not believe the House approach would be 
complex to administer. Taking the Tax Reform Act of 1986 as the baseline, this 
correction should raise significant revenue."
SPECIAL; WAYS AND MEANS SUBCOMMITTEE SCHEDULES HEARING ON LIFE INSURANCE COMPANY TAXATION
Certain aspects of life insurance company taxation will be the subject of a hearing by
the House Ways and Means Subcommittee on Select Revenue Measures. The hearing is 
scheduled for 9/27/88 at 10:00 a.m. in Room B-318 of the Rayburn House Office 
Building. The subcommittee said it will review the provisions governing the 
taxation of the life insurance industry which were substantially revised by the 
Deficit Reduction Act of 1984. The hearing will focus on preliminary data showing 
the amount of taxes paid by the life insurance industry, and the relative tax 
burden of mutual life insurance companies and stock life insurance companies since 
the enactment of the Deficit Reduction Act. The subcommittee said that in this 
regard it will consider the Interim Report to the Congress on Life Insurance 
Company Taxation prepared by the Department of Treasury, which was issued in June, 
as mandated by the 1984 Act (see the 6/20/88 Wash. Rpt.). The subcommittee noted 
that while the hearing will review the provisions of the Deficit Reduction Act and 
available preliminary data regarding the effects of the Act, "no legislative 
recommendations regarding this issue" will be made by the subcommittee during this 
Congress. Written comments for the hearing record will be accepted by the 
subcommittee until the close of business 10/11/88. For further information about 
the hearing or about submitting written comments, contact the staff of the 
subcommittee at 202/225-1721.
For further information contact Shirley Twillman at 202/737-6600.
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